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The American Mobile Telecommunications Association, Inc. (“AMTA” or “Association”),
in accordance with Section 1.415 of the Federal Communications Commission (“FCC” or
“Commission”) Rules and Regulations, respectfully submits its Comments in the above-entitled
proceeding.’ The Notice requests comment on whether and how to streamline and reform the
methodology by which the Commission assesses carrier contributions to the universal service fund.
Specifically, the FCC describes its objective as follows:

...to ensure that providers of interstate telecommunications services continue to

“contribute, on an equitable and nondiscriminatory basis, to the specific, predictable,

and sufficient mechanisms established by the Commission to preserve and advance

universal service.?

AMTA supports the FCC’s stated intent in revisiting the universal service methodology. As
described below, the Association believes retention of the current de minimis exception and the
“safe harbor” percentage applicable to the Specialized Mobile Radio (“SMR”) service are consistent
with the Commission’s goals and with the public interest.

I INTRODUCTION

1. AMTA is a nationwide, non-profit trade association dedicated to the interests of the
specialized wireless communications industry. The Association’s members include trunked and
conventional 800 MHz and 900 MHz SMR operators, licensees of wide-area SMR systems, and
commercial licensees in the 220 MHz and 450-512 MHz bands. Because all AMTA members

provide commercial telecommunications service, whether as interconnected Commercial Mobile

Radio Service (CMRS) or non-interconnected Private Mobile Radio Service (PMRS) operators, they

'Notice of Proposed Rulemaking, CC Docket No. 9-45, FCC 01-145 (rel. May 8, 2001)
(“NPR” or “Notice”).

*Notice at § 3.



all have been determined by the FCC to be “telecommunications carriers” pursuant to Section 254(d)
of the Communications Act of 1934, as amended (“Act”), and, therefore, subject to the universal
service payment obligation to they extent they are engaged in the provision of interstate
telecommunications services.” All members that provide even entirely non-interconnected dispatch
service from a facility that permits coverage across state lines, as well as those with any
interconnection capability, no matter how limited, are subject to the federal universal service support
mechanism. Thus, AMTA and its members have a significant interest in the outcome of this
proceeding.

II. THE NOTICE IDENTIFIES NO CHANGED CIRCUMSTANCES THAT WOULD
WARRANT ELIMINATION OF THE DE MINIMIS EXCEPTION OR A
RECALCULATION OF THE SMR SAFE HARBOR PERCENTAGE
2. The genesis of the instant NPR is the Commission’s desire to ensure that changed

circumstances in the interstate telecommunications services market do not result in the skewed

application of its universal service contribution methodology. The Notice identifies various

factors as indicative of these changed market dynamics:
Since the Commission’s initial implementation of section 254 of the Actin 1997, we
have seen many significant developments in the interstate telecommunications
marketplace. We have witnessed the entry of new providers into the long distance
market, including Regional Bell Operating Companies (RBOCs)....We also are
seeing certain wireline interexchange carriers suffer declining revenues in light of
growing competition. Growth in the wireless telecommunications sector, as well as
the advent of Internet Protocol (IP) telephony, has changed the dynamics of the

interstate telecommunications markets. Furthermore, many carriers are bundling
services together in creative ways, such as offering flat-rate packages that include

347 U.S.C. § 254(d).



both interstate and intrastate telecommunications and non-telecommunications
products and services.*

3. AMTA does not disagree that the above-identified market shifts are occurring, or that
they may not warrant a further examination of the current universal service contribution
methodology. However, the Association urges the Commission not to draw overly broad
generalizations from these market trends and assume they are affecting all segments of the “interstate
telecommunications carrier” industry, an industry Congress and the FCC have defined so broadly
as to encompass a multiplicity of disparate service offerings . As detailed extensively in AMTA’s
previous filings in respect to universal service issues, its members serve a discrete niche of that
multi-faceted market. They have remained relatively untouched by the cited trends, except to the
extent that they have further limited their interconnection offerings in contradiction to any
assumption that their universal service reporting obligations should be expanded or their
contributions increased.

A. The De Minimis Exception Properly Ameliorates What Otherwise Would be an
Unproductive and Burdensome Obligation on this Industry Segment

4. The current de minimis exception exempts from contribution those providers whose
annual universal service obligation is expected to be less that $10,000.° Entities expecting to fall
under the exemption are directed to complete and retain the Worksheet wherein the necessary
calculations are performed, but are not required to submit that information or to make a contribution

to the fund. The vast majority of AMTA’s members who are considered to be providing interstate

*Notice at § 3.

>See, 47 C.F.R. § 54.708.



service, either because their radio coverage crosses a state line® or because they offer interconnection
with the Public Switched Network (PSN), have interstate and international revenues’ that permit
them to utilize the exception, a welcome relief from an obligation to which they were subject prior
to adoption of the exception provision.

5. As indicated in the Notice, the exemption was implemented to ensure that the costs
of complying with contributing to the universal service mechanisms did not exceed the contribution
amounts.® However, the NPR posits:

To the extent that the administrative costs of contributing to the universal service

mechanisms have declined over time, we seek comment on whether the de minimis

exemption should be modified or eliminated.’
It in unclear from this statement whether the Commission has determined that those costs have, in

fact, declined, although the Notice cites no supporting documentation to that effect, or whether it is

intended as a query about the current administrative status of meeting this obligation.

SAMTA must continue to question whether the Commission has interpreted Congressional
intention correctly in this regard. It is not evident from the record that Congress understood its
definition would sweep in purely dispatch telecommunications carriers, those who are not
interconnected with the PSN, access to which is the objective of universal service funding, on the
entirely random basis that a particular operator’s transmitter is located on a tower or building which
provide radio coverage across a state line. The result is that one of two otherwise identical dispatch
systems separated by only a half-mile might have a universal service obligation if its service contour
crossed a state boundary while coverage from the neighboring system fell just shy of the border.

"AMTA believes that only a minuscule percentage of its members derive any revenues from
international traffic.

*Prior to adoption of the de minimis test, it was not unusual for an AMTA member literally
to spend hours calculating its obligation only to find that the payment would be less than $10, or
even less than $1.

Notice at  31.



6. The Association is unaware of any record or anecdotal evidence indicating that the
administrative costs associated with contributing have declined. As explained in its earlier filings
in respect to this issue, most of the Association’s members operate businesses that fall substantially
below the Small Business Administration (“SBA”) or FCC definitions of small business revenue
caps. They typically have five or fewer employees; the owner retains responsibility for all matters
that require access to company revenues and business projections. Thus, contrary to the assumption
in the NPR, the owner’s own time, as well as whatever outside assistance he or she requires, can
easily cost substantially more than the resulting contribution for these types of systems.

7. The de minimis exception was adopted after the Commission and the industry had
experience with the universal service mechanisms and the obligations that flow from them. It was
adopted based on a thoughtful, balanced assessment of the costs and benefits of this program and
should not be abandoned without clear, convincing evidence that the supporting rationale no longer
exists. AMTA is unaware of any such documentation and urges the FCC to retain the exception

which helps reduce unnecessary regulatory burdens on these very small businesses.

B. The Commission Should Retain the Current Revenue-Based Safe Harbor Calculation
for SMR Systems.
8. The current universal service contribution methodology uses a carrier’s interstate and

international revenues to gauge its contribution obligation. The Notice questions whether the FCC
should retain revenues as the service measure or switch to an alternative, such as a flat per-line or

per-account method.'" In conjunction with this inquiry, the Commission requests comment on

"The Notice also questions whether the methodology should shift from calculations based
on revenues collected rather than billed. Notice at§22. AMTA believes it would be more equitable
toderive the contribution from collected revenues, but will accept either approach if the Commission
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retaining the “interim” safe harbor percentages if the assessment methodology remains tied to
revenues. The NPR also questions specifically:

...whether all SMR providers should be subject to the same safe harbor percentage
as cellular and broadband PCS providers.!!

9. As an initial matter, AMTA notes that the Commission’s consideration of switching
to a per-line or per-account charge supports the Association’s conviction that dispatch-only systems
should not be subject to universal service contributions at all. Unlike all other contributor categories,
these systems have no PSN interconnection; thus, neither they nor their customers use “lines”. For
that reason, AMTA supports this proposal. However, if the FCC retains a revenue-based
contribution methodology, the Association also strongly urges it to make the safe harbor provisions
permanent and to retain a separate category for traditional SMR systems.

10.  The record in the FCC’s exploration of universal service issues explains clearly the
importance of the safe harbor provisions to AMTA members. The Association’s Reply Comments
in response to the 1998 Further Notice of Proposed Rulemaking'? provided ample support for the
Commission’s decisions to adopt safe harbor provisions and to distinguish traditional SMR systems
from cellular and PCS operations for that purpose. "

11.  AMTA has explained to the Commission on a number of occasions the difficulty,

indeed impossibility, for its typical member in attempting to differentiate interstate from intrastate

otherwise adopts the Association’s recommendations herein.
"1d. at 9 24.

"2Memorandum Opinion and Order and Further Notice of Proposed Rulemaking, CC Docket
No. 96-45, FCC 98-272 (rel. Oct. 26, 1998) (“Further Notice”).

“AMTA Reply Comments filed January 25, 1999 (“Reply Comments”).
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service revenues. Most SMR systems, in particular dispatch only-systems, have never distinguished
revenues on that basis and have no practical ability to do so. The system operator has no way of
knowing whether a particular customer radio unit is being used on the intra- or interstate side of a
state boundary, a fact that, of course, may change many times during the course of the unit’s travel
throughout the coverage area. It is not possible on site-specific dispatch systems to identify the
location of each unit each time it uses the system, information that is of no import whatsoever to the
operator or its customers, except to the extent it was necessary to calculate potential universal service
contributions.

12. It was for this reason that AMTA fully supported the FCC’s proposal to adopt a safe
harbor for purposes of determining the percentage of revenue subject to contribution calculations.
The Association coordinated with the Commission in surveying the AMTA members in respect to
this issue and providing the results to the FCC for consideration. As noted in the Reply Comments,
that survey was cited extensively in the Further Notice which stated that, with the exception of
Nextel Communications, Inc’s digital iDEN system, the systems of AMTA’s members generated
very low levels of interstate traffic.!*

13. That fact has not changed. Indeed, as the consumer-oriented wireless systems such

as cellular, PCS and digital SMR" expand coverage and service offerings, fewer and fewer

“Further Notice at Y 21-2.

"In its Reply Comments, AMTA recommended that the delineation between types of SMR
systems for safe harbor purposes track the now commonly used ‘“‘covered carrier” definition rather
than an analog/digital distinction. It explained that some traditional, single-site SMR systems should
be expected to convert to digital technology over time and that the distinguishing factors between
such systems and PCS, cellular and what often is referred to as ESMR, are captured accurately in
the covered carrier language.
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traditional SMR systems offer any type of PSN interconnection. The gap between those services and
the non-iIDEN SMR industry has broadened, not narrowed. The latter have focused even more
specifically on serving the dispatch communications requirements of the business and public safety
community, the vast majority of which constitute intrastate service, while the former continue a
consolidation and expansion pattern that typically expands their geographic scope, and presumably
the amount of interstate traffic carried on their systems. The Notice offers no insight into why it
might eliminate the current distinction, and AMTA strongly opposes any decision to do so as
entirely contrary to the facts and to the NPR’s avowed objective of ensuring “equitable, non-
discriminatory” contribution obligations.
III. CONCLUSION

14.  For the reasons described herein, AMTA urges the FCC to retain the de minimis
exception and to adopt permanent SMR safe harbor revenue percentages consistent with those it has

been using as an interim standard.
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